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(2) Disproportionate Share Payment for Hospitals that Primarily Serve 
Children (Pool 2): For FFYO3 and succeeding years, the Department 
will make a disproportionate share payment to the hospital that both 
primarily serves children aged 20 andunder,andhasthegreatest 
number of Medicaid days, in the amount of $2,000,000 annually. A 
hospital eligible for payment under this pool will not be eligible for 
payment under any other pool. If payment to the hospital exceeds 
the disproportionate share payment limit, as established under 
1923 (f) of the Social Security Act, the payment will be reduced. 

(3) DisproportionateSharePaymentforState owned Institutionsfor 
MentalDisease(IMD)Hospitalsandforeligiblehospitals in Peer 
Group 4 (Pool 3): For FFYO3 and succeeding years, the Department 
will determine a disproportionate share payment for eligible hospitals 
using the data and methods described below. 
(a) Total funding to the State Owned Institutions for Mental Disease 

(IMD)HospitalsandhospitalsinPeerGroup4Poolwillbe 
$1,811,337 annually. 

(b) Payments will be calculated as follows: 
[ I ]  The DSH payment for each hospital for this pool will be the 

cost of uncompensated care. 
[2] Eligiblehospitalsmustcertify in writingtotheNebraska 

Medical Assistance Program its charges for uncompensated 
care for the hospital’s fiscal year ending in the calendar year 
preceding the federal fiscal year for which the determination 
is Chargesapplied. for careuncompensated be 
converted to cost using the hospitals cost to charge ratio. 

[3]Paymenttoeachhospitalwillbe equal to the costofits 
uncompensated care. 

[4] 	If the total of all disproportionate share payment amounts for 
State Owned Institutions for Mental Disease (IMD) Hospitals 
andPeerGroup 4 Hospitalsexceedsinanygivenfederal 
fiscal year,thefederallydetermineddisproportionateshare 
limit for Nebraska, the DSH paymentswill be reduced prorata 

[5] A hospitaleligibleforpaymentunderthis pool will not be 
eligible for payment under any other pool. 
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(4)Non-ProfitAcuteCareTeachingHospitalaffiliatedwithaState-
University College (Pool 4:):Owned Medical For FFYO3 and 

succeedingyears,theDepartmentwillcreateadisproportionate 
poolnon-profit care hospital,share the acuteteaching 


subsequently referred to as the state teaching hospital, that has an 

affiliation with the University Medical college owned by the State of 

Nebraska. 

(a) Total funding to this pool will
be the remaining balance of the total 

(federalandstate)DSHfundingminusthefundingfor Pool 1, 
Pool 2, and Pool 3. 

(b) The DSH payment to Pool 4 will be the difference of the total 
(federal and state) DSH funding minus the,Tunding for Pool, Pool 
2, and Pool 3. 

(c) If the payment to the hospital exceeds the disproportionate share 
payment limit,as established under 1923(f) of the Social Security 
Act, the payment willbe reduced. 

b. Limitations on disproportionate share payments: 
(1) No payments made under this section will exceed any applicable 

limitationsuponsuchpaymentsestablishedbySection1923 
(g)( 1)(A) of the Social Security Act. 

(2) Disproportionate Share payments to all qualified hospitals for a 
yearwillnotexceedtheStatedisproportionatesharehospital 
payment limit, as established under 1923(f) ofthe Social Security 
Act. 

IO-010.03J Out-of-state Hospital Rates: The Department pays out-of-state hospitals 
for hospital inpatient servicesat the peer group rate for a like peer groupof Nebraska 
hospitals. The peer groups are -
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1. 

3. 
4. 

5. 


MetroAcuteCareHospitals:Hospitalslocated in a Metropolitan Statistical 

Area (MSAs) as designated by Medicare; 

Rural Acute Care Hospitals: All other acute care hospitals; 

Psychiatric HospitalsandDistinctPartUnits in AcuteCareHospitals: 

Hospitals that are licensed as psychiatric hospitals by the licensing agency 

of the state in which the hospital is located and distinct parts as defined in 

471 NAC 10-010.03A. 

RehabilitationHospitalsandDistinctPartUnitsinAcuteCareHospitals: 

Hospitalsthatarelicensedasrehabilitation hospitals bythelicensing 

agencyofthestate in whichthehospitalislocatedanddistinctpartsas 

defined in 471 NAC 10-010.03A. 


Operating cost payment amounts are calculated based on the appropriate peer group 
basepaymentamount.Capital-relatedcostpaymentsaremaclebasedonthepeer 
groupweightedmediancapitalperdiemrate.Thecost-to-chargeratioisthepeer 
group average. 

Payments for psychiatric and rehabilitation services provided by out-of-state hospitals 
are made on a prospective per diem. Hospitals are paid based on the peer group per 
diem rate for the appropriate type of service. Operating cost payment amounts are 
calculatedbasedontheappropriatepeergroupperdiemrate.Capital-relatedcost 
payments are made based on the peer group weighted mediancapital per diem rate. 

TheDepartmentmayallowpayments to out-of-state hospitals for direct or indirect 
medical education costs ata negotiated per discharge rate. 

IO-010.03Jl Exception:TheAdministratoroftheMedicaidDivision may enter 
into an agreement with an out-of-state hospital for a rate thist exceeds therate or 
fee established in 471 NAC 10-010.03J only when the Medical Director of the 
Department has determined that-

1. The requires services are availableclient specialized that not in 
Nebraska; and 

2. 	 No other source of the specialized services can be found to provide the 
services at the rate establishedin 471 NAC 10-010.03J. 

Out-of-Plan When in Health10-010.03K Services: enrollees the Nebraska 
Connection are provided hospital inpatient services by facilitiesnot under contract with 
theDepartment'sprepaidhealthcareorganizations,theDepartmentcontracted 
prepaidhealthcareorganizationsareauthorized, but are not required,topay 
providersofhospitalinpatientserviceswhocare for individualsenrolled in the 
NebraskaHealthConnectionatratestheDepartmentwouldotherwisereimburse 
providers under 471 NAC 10-010.03ff. 
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10-010.03L Free-StandingPsychiatricHospitals:Whenafree-standingpsychiatric 
hospital (in Nebraska or out of state) does not have ancillary services on-site, such as 
pharmacy or laboratory, the provider of the ancillary service shall bill NMAP for the 
ancillary services provided to inpatients. The hospital shall not include these ancillary 
costs on its cost report. The hospital's rate is calculated according to 471 NAC 10­
010.03D, and/or IO-010.03J. This is an exception to policies related to the elimination 
of combined billing in 471 NAC 10-003.05C and following. 

Rate-Setting Change10-010.03M Following in Thea Ownership: rate-setting 
process for facilities with a change in ownership will be the same as the rate-setting 
process used prior to the change in ownership as described in these regulations. 

10-010.03N Rate-SettingFollowing a Hospital Merger: Hospitalsthat have combined 
into a single entity shall be assigned a single combined weighted averagefor each of 
the direct education indirectfollowing: medical amount, if applicable, medical 
educationamount, if applicable,cost-to-chargeratio,outpatientpercentage,capital 
amount,andanyotherapplicableratesoradd-ons.Theweightsshallequaleach 
hospital's base year Medicaid discharges as a proportion of total Medicaid discharges 
for the merged hospitals, and shall be applied to the current fiscal year rates which 
were calculated for each hospital. 

10-010.030 Rate-SettingforaNewOperational Facility The Departmentshall 
establishaprospectiveperdischargeratefora new operationalfacility for Peer 
Groups1-5. The ratewillbetheaveragepeergrouprate for therespectivepeer 
groupforthenewfacility.Forcriticalaccesshospitals,theratewillbedetermined 
individually for each hospital based on reasonable cost.The peer groups are­

1. 	 MetroAcuteCareHospitals:HospitalslocatedinaMetropolitanStatistical 
Area (MSAs) as designated by Medicare. 

2. 	 Other Urban Acute Care Hospitals: Hospitals that have been redesignated 
toanMSAbyMedicareforFederalFiscalYear'1995or 1996 and/or 
hospitals designated by Medicare as a Regional Rural Referral Center; 

3. 	 Rural Acute Care Hospitals: All other acute care hospitals with 30 or more 
base year Medicaid discharges; 

4. 	 PsychiatricHospitalsandDistinctPartUnits in AcuteCareHospitals: 
HospitalsthatarelicensedaspsychiatrichospitalsbytheNebraska 
Department of Health and distinct parts as definedin these regulations; 

5. 	 RehabilitationHospitalsandDistinctPartUnits in AcuteCareHospitals: 
HospitalsthatarelicensedasrehabilitationhospitalsbytheNebraska 
Department of Health and distinct parts as definedin these regulations. 

6. 	 CriticalAccessHospital:Hospitalsthatarecertified as criticalaccess 
hospitals by Medicare. 
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10-01 0.03P depreciation The Department recognizes depreciation as an allowable 
cost as reported on each facility's Medicare cost report and as determined allowable 
the intermediary applicationMedicare through of principlesMedicare of 
reimbursement. 

10-010.03Q Recapture of Depreciation: A hospital which is sold for a profit and has 
received NMAP payments for depreciation, shall refund to the Department the lower 
of ­

1. The amount of depreciation allowed and paid by the Department; or 
2. Theproductof ­

a. The ratio of Medicaid allowed inpatient days to total inpatient days; and 
b.TheamountofgainonthesaleasdeterminedbytheMedicare 

intermediary. 

# ofMedicaidInpatientDays X GainonSale in $ = Recapture Amount 

Total # of InpatientDays 


The year(s) for which depreciation is to be recaptured is determined by the Medicare 

Intermediary accordingto Medicare principles of reimbursement. 


10-010.03R Adjustment toRate:ChangestoMedicaidtotalallowablecostsasa 

resultoferror,audit,orinvestigationmaybecomethebasis for adjustingcurrent 

and/or prior prospective rates. The adjustment will be made back to the initial date of 

payment for the period affected based on the rate as determined by the Department. 

Hospitalswillreceivewrittennoticeofanyadjustmentstatingtheamountofthe 

adjustmentandthebasis for theadjustment.Iftherateadjustmentresults in 

decreasingahospital'srate,thehospitalshallrefundtheoverpaymentamountas 

determined by the Department to theDepartment. If the rate adjustment results in 

increasingahospital'srate,theDepartmentshall reimburse theunderpayment 

amount as determined by the Department to the hospital. 


IO-010.03S Lower Levels of Care: When the Department determines that a client no 

longer requires inpatient services but requires skilled nursing care and there are no 

skilled nursing beds available when the determination is made, the Department will 

pay only for authorized medically necessary skilled nursing care provided in an acute 

carehospitalatarateequaltotheaveragerateperpatientdaypaidbythe 

Department to skilled nursing facilities during the previous calendar year. 


Transmittal # MS-02-08 

Approved Supersedes APE 
. -

.- DEC - 5 ~,i.i:  

Transmittal # MS-01-06 



Supersedes  Approved  

ATTACHMENT 4.19-A 
Page 25 

WhenaMedicaidpatientnolongerrequiresinpatienthospitalservicesandhas 

requested nursing home admission andis waiting for completion of the pre-admission 

screeningprocess(PASP),theDepartmentmaypayforthe F'ASP daystheclient 

remains in the hospital before the pre-admission screening processis completed at a 

rateequaltotheaveragerateperpatientdaypaid by theDepartmenttoskilled 

nursing facilities during the previous calendar year. The hospital shall request prior 

authorizationfromtheMedicaidDivisionbeforethePASPdaysareprovided.The 

Medicaid Division will send the authorization to the hospital. The hospital shall bill for 

class of care 81 and enter the prior authorization document number from Form MC-9 

on Form HCFA-1450 (UB-92). The claim for the PASP days must be separate from 

theclaim for theinpatientdayspaid at theacuterate.ThePASPdayswill be 

disallowed as acute care days and NMAP will pay the average rate per patient day 

paid by the Department to skilled nursing facilities during the previous calendar year 

forthePASPday.PASPdayswillnot be consideredincomputingthehospital's 

prospective rate. 


10-010.03T Access to Records: Hospitals shall make all records relating to the care 

of Medicaidpatientsandanyandallothercostinformationavailabletothe 

Department, its designated representatives or agents, and/or representatives of the 

federalDepartmentofHealthandHumanServices,uponreasonablenoticeduring 

regular business hours. 


HospitalsshallallowauthorizedrepresentativesoftheDepartmentofHealthand 

Human Services Finance and Support, the federal Department of Health and Human 

Services,andstateandfederalfraudandabuseunitstoreview and auditthe 


data procedures supportive documentationhospital's processing and software 

involved in the production of computer-encoded claims submitted to the Department. 

The hospital shall allow the authorized representatives access
folr the purpose of audit 
and review at any reasonable time during normal working hours upon written noticeby 
the Departmentat least one working day before the review and audit. 

IO-010.03UAudits:TheDepartmentperiodicallyperformsorreceivescostreport 

audits to monitor the accuracy of data used to set rates. Audits may be performed by 

thehospital'sMedicareintermediary,theDepartment,or an independentpublic 

accounting firm, licensed to do businessin Nebraska and retainedby the Department. 

Audits will be performed as determined appropriate by the Department. 


IO-010.03VProviderAppeals:Ahospitalmaysubmitadditionalevidenceand 

request prompt administrative reviewof its prospective rate within90 days of the rate 

notificationdateaccordingtotheproceduresin471NAC 2-00.3 ff. Ahospitalmay 

also requestan adjustment to its rate (see 471 NAC 10-010.03W). 
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10-010.03W RequestforRateAdjustments: Hospitalsmaysubmitarequesttothe 
Department for an adjustment to their rates for the following: 

1. 	 An errorinthecalculationoftherate.Hospitals may submitarequestfor 
adjustment to theirrate if therate-settingmethodologyorprinciplesof 
reimbursement established under the State Plan were incorrectly applied, or 
if incorrect data or erroneous calculations were usedin the establishment of 
the hospital's rate. 

2. Extraordinary Hospitalssubmit foracircumstances. mayrequest 
adjustment to their rate for extraordinary circumstancesthat are not faced 
other hospitalsprovisionhospitalby Nebraska the of services. 


extraordinarycircumstancesarelimitedtocircumstancesoccurringsince 

the base year that are not addressed by the reimbursement methodology. 

extraordinary circumstances are limited to­


a. Changes in routine and ancillary costs, which are limited to ­
(1) Intern and resident related medical education costs; and 
(2) Establishment of a subspecialty care unit; 

b. 	 Extraordinarycapital-relatedcosts.Adjustmentforcapital-relatedcosts 
will be limited tono more than a five percent increase. 

3. Catastrophic circumstances. Hospitalsmaysubmit a requestforadjustment 
to their rate if they incur allowable costs as a consequenceof a natural or 

catastrophe. following mustmetbeother The circumstances be to 
considered a catastrophic circumstance: 
a. One-timeoccurrence; 
b.Lessthantwelve-monthduration; 
c. Couldnothavebeenreasonablypredicted; 
d.Notofaninsurablenature; 
e. Not covered by federal or state disaster relief; 
f. Notaresultofmalpracticeornegligence. 

Inallcircumstances,requests for adjustmentstoratesmustbecalculableand 

auditable. Requests must specify the nature of the adjustment sought and the amount 

of the adjustment sought. The burden of proof is that of the requesting hospital. 


If an adjustment is granted, the peer group rates will not be changed. 
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In making a request for adjustment for circumstances other than a correction of an 
error, the requesting hospital shall demonstrate the following: 

1. 	 Changesincosts are theresultoffactorsgenerallynotshared by other 
hospitalsinNebraska,suchasimprovementsimposed by licensingor 
accrediting standards, or extraordinary circumstances beyond the hospital's 
control. 

2. 	 Everyreasonableactionhasbeentaken by thehospital to mitigateor 
containresultingcostincreases. The Departmentmayrequestthatthe 
hospitalprovideadditionalquantitative and qualitativedatatoassist in 
evaluationthe The mayof request. Department require an on-site 
operational review of the hospital be conducted by tihe Department or its 
designee. 

3. 	 The rate the hospital receives is insufficient to provide care and service that 
conforms to applicable state and federal laws, regulations, and quality and 
safety standards. 

Requests for rateadjustmentsmustbesubmittedinwriting to theAdministrator, 

Medicaid Division, Nebraska Department of Health and Human Services Finance and 

Support.Requestsmust be receivedwithin45daysafteroneoftheabove 

circumstances occurs or the notification of the facility of its prospective rates. Upon 

receipt of the request, the Department shall determine the needfor a conference with 

thehospitalandwillcontactthefacilitytoarrangeaconferenceifneeded.The 

conference, if needed, mustbe held within 60 days of the Department's receipt of the 

request. Regardless of the Department's decision, the provider will be afforded the 

opportunity for a conference if requested for a full explanation cd the factors involved 

and the Department's decision. Following review of the matter, the Administrator shall 

notify the facility of the action to be taken by the Department within 30 days of receipt 

of the request for review or the date of the conference, except in circumstances where 

additional information is requestedor additional investigation or analysis is determined 

to be necessary by the Department. 


If rate relief is granted as a result of a rate adjustment request, the relief applies only 

to the rate year for which the request is submitted (except for corrections of errors in 

ratedetermination).Iftheproviderbelievesthatcontinued rate relief is justified,a 

request inany subsequent year maybe submitted. 


Undernccircumstancesshallchangesinratesresultingfromtherequestprocess 

resultinpaymentstoahospitalthatexceeditsactualMedicaidcost,calculated in 

conformity with this Medicaid cost calculation methodology. 


10-01 0.03X Administrative Finality See 471 NAC 3-001.09. 
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The State hasin place a public process which complies with the requirementsof Section 
1902(a)( 13)(A)of the Social Security Act. 
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